Global banking crisis of 2007 raised a number of issues and challenges facing the banking sector. One aspect of the debate provoked was connected with the issue of rating assessments and objective methods for measuring the condition of the banks and the sector as a whole. This paper set a goal to assess the feasibility of the developed in 2004 by a team at the department "Finance and credit" system for evaluating banking Pearl and seek ways of improving and enhancing the degree of her picks.
Introduction
Condition of banks has always been subject to the public interest as the main guardian of his wealth and a factor of stability in the economy. Main interest in this issue show the banking supervisory authorities and rating agencies and to a much lesser degree -individuals of society. This is somewhat understandable since supervisors are called upon to ensure the stability of banks and the banking system. When supervisors evaluation rating system is an additional tool through which they assess the actual condition of the banks and , if necessary, determine appropriate corrective actions to ensure the healthy and sustainable development of the banking system and the early detection of potential problems in the operation of a bank.
Global banking crisis of 2007 raised a number of issues and challenges facing the banking sector. One aspect of the debate was provoked related issue ratings and objective methods for measuring the condition of banks and the sector as a whole.
The present study aims to assess the feasibility of the developed in 2004 by a team at the Department "Finance and credit" system for assessment of the banking sector pearls and seek ways of improving and enhancing the extent of its picks. Through study and is aimed at filling a gap in the relative economics , namely : building independent rating systems , which are usually reserved field of credit rating agencies and the construction of these ratings are based on the internal closed methods. Parallel goals and the needs of society by an independent , comprehensive and transparent system for assessing the condition of banks and the sector as a whole. The object of this study is the evaluation system of the banking sector pearls, and the object is the methodology for assessing the condition and stability of the banking sector in the country.
Theoretical research
The main purpose of the independent rating agencies is to provide a realistic assessment of the risk profile and the status of a bank to the public or to potential investors. Unlike systems of Supervisors are often based on internal bank information, credit rating agencies systems are based primarily on publicly available information. Despite some differences in the goals of these two types of institutions, mechanisms of writing systems do not differ significantly in their base stand set of financial ratios or other indicators that analyze the actual status and results of the banking institution.
The main problem for the quality and reliable analysis on the status of any bank 's requirement of adequate and quality information. If the bank itself and that supervisors not a problem , it offers to an external independent evaluation , lack of information could prove decisive and insurmountable obstacle to this. In this case , usually use is made to official sources of information , although it is normally synthesized and scarce. It turns out that the most common reason for the small number of attempts to build a system of external ratings of banks.
Supervisory systems for assessing banks initially originated as a way to assess the condition of supervised banks at close inspection. Thus is created a so-called. systems onsite rating. Drawback of this method of estimation is that this type of supervisory visits are relatively rare and in cases of doubt about the strength of the banking institution. It turns out that the reason for the establishment of evaluation systems for remote monitoring or called. systems for off-site rating. In recent years, the second type of system has a dominant place in the supervisory assessment of the banking system.
Regardless of the type of system used , the ultimate goal of Supervisors is timely receipt of accurate and quality information about the state of the banking institution , enabling timely warning of potential problems in a given area. Supervisory analyzes are confidential and used for internal needs.
Systems analysis using financial ratios used to evaluate the financial condition of banks by applying a set of specific financial ratios , which typically include measures of capital adequacy , asset quality , earnings , liquidity and more. They are based largely on publicly available information from supervisors and data from financial accounts. The analysis is often used to make comparisons with the values of one or more indicators of the past activities of a bank or to other homogeneous banks to determine the problem from them. Particular attention is paid , for example if a ratio exceeds a predetermined critical level ( threshold) , or lies outside the range accepted for normal or far from the values as it had in the past activities of the concerned bank.
Systems for integrated assessment of banking risks are addressed in a comprehensive and detailed assessment of the risk profile of a bank. Through the formation of the main groups business activities assessing different types of banking risks in any business activity individually. The individual results of the assessment of individual risks and individual business lines are aggregated consistently and thus made the final judgment or final rating of the banking institution. This approach is based on a comprehensive evaluation of a comprehensive system of different quantitative and qualitative risk factors inherent in a bank and its internal business units. Kind of shortcomings in the complex assessment of banking risks is their complexity and that require more resources and time to build the final score , and that require access to internal bank information.
A new direction in the field of rating systems are statistical models that are aimed at solving the problem of predicting the future state and stability of banks. By applying advanced statistical and mathematical techniques , they seek to predict future reliability and stability of banks and the level of risk in their work by trying to distinguish banks with high uncertainty or risk of bankruptcy in the future than those with secure and sustainable development.
Methodology of the rating system for evaluating sustainable development banks (PERLA)
PERLA system was developed in 2005 as part of a scientific research project and focuses on the following key aspects of banking: Transparency of banking, Efficiency and profitability, State of the resource base, Bank liquidity, Quality of bank assets (in Bulgarian -ПЕРЛА/PERLA -Прозрачност/Transparency, Ефективност/Efficiency, Ресурси/Resources, Ликвидност/Liquidity, Активи/Assets). Calculation of complex rating of the Bank relating to the initial calculation of a set of indicators on a quarterly basis (Table 2 .1), grouped in five key areas. After calculating each indicator, depending on his behavior in six consecutive quarters is made based on expert judgment by placing one of the following ratings 3 :
• Grade 2 (Best) -it is assigned when the indicators examined in the last six reported quarters of the period there is a clear trend towards continuous improvement. This gives reason to believe that this favorable pattern will continue in the future; • Grade 1 (good) -it is given when the overall dynamics in the development of the analyzed indicator is in a positive direction, overall trend is favorable, although individual quarters experienced some fluctuations and unevenness;
• Grade 0 (mean) -refers to the indicator analyzed in six consecutive quarters almost does not change, ie clearly does not deteriorate, but it can not be said to be improved. The problem is that the prospects for its development in the future are vague and difficult to predict;
• Grade -1 (low) -characteristic is an indicator that there is great instability and fluctuations during the period and there is a general trend towards deterioration. This raises doubts that this negative trend can be maintained or further deepen in the future;
• Grade -2 (weak) -it is estimated benchmark in the development of which stands a negative trend of steadily worsening in each subsequent quarter of the period. The consequences of this in the future may be quite adverse and dangerous to the stability of the bank.
• An exception to the five-point scales only be made when analyzing the criterion transparency in banking. Due to the specific nature of the indicators analyzed their evaluation is done by using only two grades -Grade 2 (Best) and a score of -2 (weak).
Formation of the final rating of banks through the following steps:
• Ball in each of the five groups of criteria is calculated as the sum of assigned ratings of included in group indicators. The total Rating of group can that varies in range +12 to -12 Individual weights of groups of criteria were based on expert assessment as a result of a survey conducted among experts in the banking system.
Depending on the complexity rating of the bank, it falls into one of the following groups of 5 :
• Prosperous Bank (+12 to 7.2) -High reliability and sustainability. Prospects for maintaining and improving the condition and financial results do not cause doubt. Great potential for development.
• Normally Developing Bank (from 7.2 to 2.4) -Good reliability and relatively sustainable development, despite some minor fluctuations. Financial position and the results are satisfactory and are likely to be preserved in the future. Significant potential for development.
• Stagnant Bank (from +2.4 to -2.4) -Average level of stability and sustainability. The condition of the bank and its results are relatively good, but in some respects show signs of stagnation. Prospects for future development are unclear and unpredictable.
• Unstable bank (from -2.4 to -7.2) -Low reliability and decreasing potential. There are concerns about further deterioration of the financial condition and results.
• Critically vulnerable Bank (-7.2 to -12) -Instability, instability and the existence of serious problems. In many ways the bank is vulnerable, given that its financial position and operating results deteriorate continuously. Low potential and favorable prospects.
Although originally a purely academic development system PERLA got its recognition from the professional community through the publication of its results in "Money" Newspaper in 2005. From the time of its establishment until now, it remains the only independent Bulgarian rating system for remote analysis of banking.
Unfortunately, due to the change in reporting of banks reflected in publicly available reports and documents after 2006 rating system PERLA is almost unusable. This is precisely one of the main reasons for updating and improvement. The other main reason is related to the possibility for improvement of the system through its objectification and eliminate subjectivity in the evaluation of some of the indicators (such transparency), as well as to estimate trends in placing the ratings for each indicator.
From PERLA to ALER (TS)
ALER(TS) 6 was developed based on a rating system PERLA by introducing mechanisms to eliminate the subjective nature of the system and update the information base for the calculation of indicators (due to a change in public reporting format of banks).
Compared to the baseline version of the rating system are several changes in the methodology used. First, the evaluation of the banks is reduced by eliminating the criteria of transparency due to the subjective nature of the evaluation and the high degree of publicity applied by credit institutions. All this significantly reduces the significance of the information that group performance and reduces their real weight in the calculation of the complexity rating of the bank.
As main sources of information for the calculation of individual indicators (see Table 3 .1) and the formation of a rating assessment using publicly available data from the site of the BNB (balance of commercial banks, Income Statement, Form 40A, B and C). To clear the comparability of data, they are processed and brought on a quarterly basis. Indicators for assessing the sustainability of commercial banks are grouped into four sections: Assets, Liquidity, Efficiency and Resources, each group includes six indicators that come with the same weight in the comprehensive evaluation of the group.
For valuation of the assets of the Bank and analyzed their stability using the following parameters:
A1. BANK LENDING -is the growth or reduction of the loan portfolio in the analyzed period. A favorable trend is considered progressive and gradual increase of loans, while the trend of sharp and irregular change is related to excessive accumulation of risk and negative impact on profitability.
A2. LENDING TO THE REAL SECTOR OF THE ECONOMY -the changes of loans to businesses during the period. The recommended behavior indicator is related to its gradual increase.
A3. PROVISIONING OF LOANS -serves to indirectly measure the quality of the loan portfolio by measuring the provisioned resources in problem loans. Reduction in the value of this index is associated with an increase in the quality of the loan portfolio, while enhancing its signal to a negative trend in increasing the share of problem loans in the banking book.
A4. ASSETS HELD FOR RESALE AS A PERCENTAGE OF ASSETS -serves as an indirect measure of the quality of the loan portfolio to the extent that the assets for resale assets as collateral for loans. Increasing their share in the bank's balance sheet indicates the increase in the share of non-performing loans whose collateral the bank has acquired and is willing to sell to offset some of the losses. Positive trend is considered lowering the share of this type of assets in the total assets of the bank.
A5. AMENDMENT OF EARNING ASSETS -a positive trend we can speak in the presence of sustained and stable growth rate while continuing trend, reduction or substantial and rapid fluctuations in size are associated with the occurrence of adverse trend.
A6. DEVELOPMENTS IN INTEREST INCOME FROM ASSETS -the revenue generated from assets, i.e. extent of their effective usage. It has a direct connection with the financial results realized by the institution, to the extent interest income account for a major share of the income of each bank. Solid and stable revenue growth is a positive trend and could be considered as a measure of banking activity and its effective management. Negative values and random and abrupt changes talk about potential problems or mismanagement of assets. The bank's liquidity and its resistance are measured by: L1. CASH LIQUIDITY -estimated share of cash in the bank's assets and gives an idea of its cash liquidity. As favorable trend can assume its growth, reflecting an increase in the share of highly liquid assets. Mitigation or any sharp fluctuations indicates possible problems of bank liquidity her L2. TOTAL LIQUIDITY -is the proportion of primary and secondary reserves to total assets. Enhance the value of the coefficient expressing the strengthening of the liquidity of the bank.
L3. PRIMARY LIQUIDITY -is how much of the debt with short-term nature are covered by existing and assimilated funds (primary reserves). Positive trend as smooth growth rate in the absence of sudden changes.
L4. SECONDARY LIQUIDITY -is how much of the short-term nature of the liabilities covered with primary and secondary reserves. Stable and the rate of growth of the indicator talk about good liquidity position. Negative are relatively abrupt changes.
L5. CREDIT-DEPOSIT RATIO -expressed coverage of loans attracted deposits. While it is not legally regulated, it is assumed that its value should move in the range of 70-90%. Lower values speak to increase liquidity, but at the expense of profitability, while higher values indicate svrahagresivna credit policy and taking major risks.
L6. SHARE OF SHORT-TERM NON-DEPOSIT RESOURCES -is the share of short-term non-deposit resources attracted by the bank to the total amount of borrowed capital. Trend of increasing values of the indicator signal to potential liquidity problems in the bank.
Effectiveness of the bank can be assessed by the following indicators: E1. RESISTANCE TO OPERATING INCOME -expressed changes in operating income, ie interest income and other income directly related to the core operations of the bank. The positive trend into account in their gradual increase.
E2. AMENDMENT OF PURE INTEREST INCOME -is the difference between interest income on assets and interest expense on liabilities. It is essential for the formation of the profit of the bank.
E3. DYNAMICS OF NET PROFIT -is the change in net profit during the period. A positive trend was recorded at steady and gradual increase profits, presence of sharp fluctuations or trends towards profit indicates a deterioration in the financial condition of the bank.
E4. SHARE OF PROFIT IN OPERATING INCOME -is how much of the revenue after deduction of related costs form the bank profits. Growth of the indicator talk about cost optimization in the bank.
E5. EFFECTIVENESS OF COST CONTROL -
is what makes non-interest expenses for bank asset unit. It may be used by the bank management as a measure of cost effectiveness. A positive trend can be taken of its reduction and branchy to zero.
E6. RETURN ON ASSETS -gives an idea of how much profit falls on unit assets. Typically, its values ranging between 0.5% and 2%. Low levels will indicate a failed credit and investment policy or unreasonably high costs, while higher values are associated with aggressive lending policy.
For evaluation of bank resources and their sustainability using the following parameters: P1. DYNAMICS OF THE CUSTOMER BASE -is the change of the customer base in the analyzed period. Positive trend with smooth talk her growth as abrupt changes or shrinking speak of instability or loss of customers.
P2. STABILITY OF FUNDING -the change of stable resources during the analysis period. Stability of resources is essential for the bank as directly affects its ability to extend long-term loans.
P3. DYNAMICS OF ATTRACTED FUNDS -reflects the change in borrowings during the period. Positive trend reporting in a sustained increase in borrowings. The sudden and sharp contraction of the resource base can trigger liquidity problems and in some cases lead to bankruptcy.
P4. AMENDMENT OF EQUITY -reflects the change in equity during the period. Positive trend into account in a gradual increase in equity, as it contributes to the normal functioning of the bank and serves as a kind of capital cushion against risks and unexpected losses.
P5. COVERAGE OF RISKY ASSETS WITH EQUITY -reflect the risk profile of the bank. Tendency to reduce the coverage of risky assets with equity account for unfavorable and can lead to a critical situation for the bank. Positive trend talk while increasing the coverage of risky assets with equity.
P6. INTERNAL RATE OF CAPITALIZATION -
reflect the change in the share of net profit in the capitalization of equity during the period, ie the extent to which the Bank may, by internal sources to increase its own capital. Positive trend into account in the smooth growth of the indicator.
The second key direction in which the changed methodology of the rating system to its basic version is by objectifying ratings of each of the indicators. For this purpose, keep the number and meanings of ratings (5 ratings from +2 to -2), but instead expert approach in their evaluation ALER(TS) assessment to be dependent on the rate of change from the previous period analyzed. Ratings on this indicator gets value (+2) in 15% growth over the previous period (+ 1) with a growth between 5 and 15% (0) for a change in the range of -5% to +5% compared to the previous period (-1) in drop between 5 and 15% and (2) a decrease of more than 15%.
The calculation of the integrated assessment of individual indicators involved in the formation of the final rating is done by their estimates (or received ratings) averaged over the past 6 quarters (to iron out their trend) using the formula:
Comprehensive rating for each group is evaluated as the sum of the ratings of its participating indicators:
Due to the elimination of one of the underlying groups used in the system PERLAin calculating the complexity of the analyzed bank rating methodology by ALER(TS) using the following weights 7 :
The final assessment for the sustainable development of the bank is done by mapping the complex rating in one of the following groups: 12 to 7.2 -prosperous bank, from 7.2 to 2.4 -normal growing bank, from 2.4 to -2.4 -stagnant bank, from -2.4 to -7.2 -unstable bank, and from -7.2 to -12 -critically vulnerable bank.
The following table presents the results of applying the methodology of the rating system ALER(TS) to the data of the Bulgarian banking sector in the period March 2007 -March 2013. 7 The severity of the individual weights are determined by adjusting the weights used in the rating system PERLA The results are not surprising since the analysis it has performed clearly visible negative impact of the global financial crisis on the banking sector in the country. Under these conditions, even the assessment "stagnant" is relatively good, especially considering the issues surrounding Balkan countries and bankruptcies in Cyprus.
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Comparative analysis of the results of ALER(TS) and rating system of Bulgarian banks of the "Banks Investment Money" Foundation
Of interest to the study is to compare the results with those obtained by other rating systems. Only such system was developed by the Bulgarian Credit Rating Agency and used by the "Banks Investment Money" in its annual ranking. The system is a rating of four major banks and independent sections: 8 
•
The "Best Bank", including indicators: (1) Return on assets, (2) Net interest margin, (3) Attitude equity to average total assets, (4) Ratio of current assets to total assets, (5) Adjust the level of leverage, (6) Dynamics of deposits for assessment year, (7) Dynamics of equity, (8) Share of retail deposits to total deposits, (9) Mean size of the loan portfolio to average total assets ratio, (10) Total assets, (11 ) Equity, and (12) Return on equity;
• The "fastest growing bank", including indicators: (1) The dynamics of the assets assessment year in rates, (2) Dynamics of the loan portfolio for assessment year rates, (3) The dynamics of attracted funds for assessment year rates, (4) Dynamics of assets in absolute values, (5) Dynamics of the loan portfolio in absolute terms, and (6) Dynamics of borrowed funds in absolute terms;
• The "most profitable bank" including indicators: (1) Return on equity, (2) Return on assets, (3) Net interest margin, (4) Income from fees and commissions to the average amount of total assets ration, and (5) Net profit;
• The "Best Managed Bank", including indicators: (1) Return on assets, (2) Net interest margin, (3) Attitude equity to average total assets ratio, (4) Current assets to total assets ratio, (5) Adjust the level of leverage, (6) Dynamics of deposits for assessment year, (7) Dynamics of equity, (8) Mean size of the loan portfolio to average total assets ration, and (9) Return on equity.
The system does not perform a comprehensive assessment of the banks. Details of the methodology itself, including the method of calculating the coefficients and their scoring are not publicly available to the public. Therefore, it is difficult to perform direct comparisons between the results obtained using a variety of methods and calculations. Table 4 .1 is made complex assessment of activities of banks based on their performance in different categories according to the methodology of BIM. Comprehensive assessment is obtained by adding the points of each bank for each evaluation category, while evaluating its objectivity should report that there is some distortion, as defined in the resulting evaluation indicators have relatively higher burden. Significantly more accurate comparison between the two systems can be made by equating the calculated ratings of the groups to the composition of the assessments placed based on the methodology of the "Banks, Investments, Money". For example, in assessing the "Best Bank" includes 12 indicators, divided as follows: 4 to evaluate the effectiveness of the bank (33.3% share in the entire evaluation), 4 for evaluating the quality of assets (33.3 ,% share) and 4 to assess the resource base of the bank (33.3%). Applying this logic to the ratings of the different groups of ALER(TS), our assessment of the best bank would lend types: In applying a similar approach to the "Fastest growing bank," the 6 indicators are distributed as follows: 4 to assess the quality of assets (66.6,% share) and 2 to assess the resource base of the bank (33.3%), and equating ratings on different groups of Alert (TA) acquires the form:
= (0,666 × ) + (0,333 × ) The comparison between the rankings of BIM in the "Most profitable bank" with the results of ALER(TS) based solely on the assessment of the group "efficiency" as the foundation appreciates most profitable bank only with performance indicators. Assessment system ALER(TS) for the "Best Managed Bank" is done by equating the complex group ratings formula: As is clear from the preceding table, the estimates of banks in separate directions through the use of methodologies on BIM and ALER(TS) for the most part disagree. This is completely expected result due to different sets of parameters involved in the formation of integrated assessment in different areas of analysis.
Conclusion
Summarizing the results of this study we can conclude that the proposed methodology to assess the sustainability of the Bulgarian banking sector is feasible and it has established trends provide a real picture of the development of our banks. By assessing the basic directions of banking, namely the assets and liabilities of the bank, the efficiency of its operations and its level of liquidity and allow us to gain a general idea of the overall condition of both individual banks and the banking system as a whole. As shown by the analysis performed on the current state of the banking sector in the country, has had a significant impact and the global financial crisis, resulting in the majority of sustainability assessments Bulgarian banks are in the range "stagnant bank."
In the comparative analysis of the results of applying the methodology ALER(TS) and of the "Banks Investment Money" showed that for certain banks, both methods give similar results, although on other discrepancies are significant. This is largely due to the differences in the two procedures, incl. indicators used and method of rating, which prevents their direct comparability.
Establishment and implementation of independent systems ratings banking sector is a very underdeveloped area of science in our interest and it will expand. From this perspective, the system ALER(TS) is the latest attempt to Svishtov financial school to develop and improve methods of independent assessment of the banking sector. The author recognizes that as each method, and this has the potential to improve and will gratefully accept constructive criticism and recommendations from colleagues, experts and professionals from the banking community.
